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Capped Homestead Exemption with Circuit Breaker

Assumptions (as per decision point mapping document)

Phase In: Immediate Phase In

Class 3 Tax Rate: 2.28%

Class 4 Residential Tax Rate: 3.00%
Class 4 Commercial Tax Rate: 3.00%
Class 10 Tax Rate: 0.28%

Homestead Exemption: 50% homestead exemption with a $225,000 cap.
(Residential properties above $450,000 in value all receive a $225,000
exemption.) Class 4 land that does not have a residential dwelling or commercial
improvement does not receive a homestead exemption.

Comstead Exemption: 39.7%

To achieve greater revenue neutrality among the property classes and to partially
fund the circuit breaker, statewide mills increase by 20 mills above the current
101 mills level. The local mills will float down, so the statewide consolidated mills
equal 497.12, lower than the TY 2008 of 538.12. The circuit breaker is aimed at
mitigating property taxes paid on primary residences and by renters. The limited
circuit breake( is aimed at low income, resident taxpayers.

The tax rates are decoupled.

The homestead exemption is capped at $225,000.

Secondary and associated residences are treated the same as primary
residences in terms of the homestead. Vacant land does not receive an
exemption. Only property taxes paid on primary residences by homeowners and

renters are eligible for the credit.

The reappraisal cycle is immaterial for this analysis.

Standards used by Dept. of Revenue — Tax Policy and Research in Analysis

Staggered Exemption with Narrow Circuit Breaker
3/12/2009
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Circuit Breaker
Capped Homestead Exemptions

Credit for Property Tax More Than This Percent of Income
Maximum Credit

Credit Begins to Phase-Out at This Income

Credit is Completely Phased-Out at This Income

Number

Credits to Homeowners 102,382
Credits to Renters 46,488
Total 148,870

Additional Mills to Fund Circuit Breaker

2.3%
$1,000
$75,000
$120,000

Amount
$58,362,648

24,882,157
$83,244,805

20.00
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Capped Homestead Exemption with Circuit Breaker

Current Law
Class 3 : Class 4 Class 4 Class 10
Agricultural L Residential * Commercial Forestland : .
Tax Rate - " Tax Rate Tax Rate. Tax Rate Homestead Comistead
3.01% 3.01% 3.01% 035% & -~ 34.00% . 15.00%
Proposed Mitigation,
Class 3 Class 4 ’ Class 4 . Class 10 -
Agricultural Residential - Commercial Forestland B
Tax Rate - Tax Rate Tax Rate Tax Rate Homestead Comstead
2.28% 3.00% 3.00% 0.28% - Capped 39.70%
Assumptions: Homestead Exemption.=  45% with a cap of $225,000
17.5% Comestead Exemption

Calculation of Tax Liability
1. Market Value = 2008 Market Value + Phase In Amount
2. Market Value x (1 - Homestead) = Taxable Market Value
3. Taxable Market Value x Tax Rate = Taxable Value
4. Taxable Value x Mills / 1000 = Tax Liability

Example of the TY 2009 Median Value Home

MV Before Reappraisal $98,400

MV After Reappraisal $152,000

Tax Year 2008 2009
IMarket Vaiue $98,400 $152,000
Homestead 34.00% Capped|
Amount Exempt $33,456 $76,000
Taxable Market Value $64,944 $76,000
Tax Rate 3.01% 3.00%
Taxable Value $1,955 $2,280
Average Milis 538.19 497.21
Tax Liability $1,052 $1,134
2009 Income (MAGH) $65,140
Percent of iIncome Paid 1.74%
Credit Amount $0
Net Tax Liability $1,134

Example of a TY 2009 Average Value Home

MV Before Reappraisal $116,900
MV After Reappraisal $178,920
Tax Year 2008 2009
Market Value $116,900 $178,920
Homestead 34.00% Capped
Amount Exempt $39,746 $89,460
Taxable Market Value $77,154 $89,460
Tax Rate 3.01% . 3.00%
Taxable Value $2,322 $2,684
| Average Mills 538.19 497.21
| Tax Liability $1,250 $1,334
2009 Income (MAG!) $74,759
Percent of Income Paid 1.78%
Credit Amount 30
Net Tax Liability $1,334

Capped Exemption with a Circuit Breaker




Example of a TY 2009 Median Value Resort Home
MV Before Reappraisal $150,450
MV After Reappraisal $326,600
Tax Year 2008 2009
[Market Value $150,450 $326,600
Homestead 34.00% Capped
Amount Exempt $51,153 $163,300
Taxable Market Value $99,297 $163,300
Tax Rate 3.01% 3.00%
Taxable Value $2,989 $4,899
Average Mills 538.19 497.21
Tax Liability $1,609 $2,436
2009 Income (MAGH) $59,297
Percent of Income Paid 411%
Credit Amount $1,000
Net Tax Liability $1,436
Example of a TY 2009 $500,000 Home
MV Before Reappraisal $300,000
MV After Reappraisal $500,000
Tax Year 2008 2009
IMarket Value $300,000 $500,000
Homestead 34.00% Capped}
Amount Exempt $102,000 $225,000
Taxable Market Value $198,000 $275,000
Tax Rate 3.01% 3.00%
Taxable Value $5,960 $8,250
Average Mills 538.19 497.21
Tax Liability $3,207 $4,102
2009 Income (MAGH) $200,547
Percent of Income Paid 2.05%
Credit Amount $0
Net Tax Liability $4,102
Example of a TY 2009 $1,000,000 Home
MV Before Reappraisal $650,000
MV After Reappraisal $1,000,000
Tax Year 2008 2009
Market Value $650,000 $1,000,000
Homestead 34.00% Capped
Amount Exempt $221,000 $225,000
Taxable Market Vatue $429,000 $775,000
Tax Rate 3.01% 3.00%
Taxable Value $12,913 $23,250
Average Mills 538.19 497.21
Tax Liability $6,950 $11,560
2009 Income (MAG!) $477,527
Percent of Income Paid 2.42%
Credit Amount $0
Net Tax Liability $11,560

Capped Exemption with a Circuit Breaker




Example of the TY 2009 Median Value Home, 2008
Median Income from Biennial Report

MV Before Reappraisal $98,400
MV After Reappraisal $152,000
Tax Year 2008 2009
Market Vatue $98,400 $152,000
Homestead 34.00% Capped]
Amount Exempt $33,456 $76,000
Taxable Market Vaiue $64,944 $76,000
Tax Rate 3.01% 3.00%
Taxable Value $1,955 $2,280
Average Mills 538.19 497.21
Tax Liability $1,052 $1,134
2009 Income (MAGH) $23,959
Percent of Income Paid 4.73%
Credit Amount $583
‘INet Tax Liability $551

Example ofa 1Y 2000 5355,055 Home, maFmg 173 of the

Median Income of All Homeowners

MV Before Reappraisal $75,000

{MV After Reappraisal $125,000
Tax Year 2008 2009
IMarket Value $75,000 $125,000
Homestead 34.00% Capped
Amount Exempt $25,500 $62,500
Taxable Market Value $49,500 $62,500
Tax Rate 3.01% 3.00%
Taxable Value $1,490 $1,875
Average Mills 538.19 497.21
Tax Liability $802 $932
2009 Income (MAGI) $21,496
Percent of Income Paid 4.34%
Credit Amount $438
Net Tax Liability $494

Example of Mobile Home

MV Before Reappraisal $60,000

MV After Reappraisal $75,000
Tax Year 2008 2009
Market Value $60,000 $75,000
Homestead 34.00% Capped
Amount Exempt $20,400 $37,500
Taxable Market Value $39,600 $37,500
Tax Rate 3.01% 3.00%
Taxable Value $1,192 $1,125
Average Mills 538.19 497.21
Tax Liability $641 $559
2009 Income (MAGI) $22,799
Percent of Income Paid 2.45%
Credit Amount $35
Net Tax Liability $524

Capped Exemption with a Circuit Breaker




Example of a TY 2009 Business with $200,000 in Class 4
and $100,000 in Class 8

MV Before Reappraisai $150,000

MV After Reappraisal $200,000

MV of Class 8 $100,000

Tax Year 2008 2009
Class 4

Market Value $150,000 $200,000
Homestead 15.00% 39.70%
Amount Exempt $22,500 $79,400
Taxable Market Value $127,500 $120,600
Tax Rate 3.01% 3.00%
Taxable Value - $3,838 $3,618
Average Mills 538.19 497.21}
Tax Liability $2,065 $1,799
Class 8

Market Value $100,000 $100,000
Taxable Value $3,000 $3,000
Mills 538.19 497.21
Tax Liability $1,615 $1,492
Total Tax Liability $3,680 $3,291

MV Before Reappraisal
MV After Reappraisal
MV of Class 8

Tax Year

Class 4

Market Value
Homestead

Amount Exempt
Taxable Market Value

Example of a TY 2009 Business with $400,000 in Class 4
and $100,000 in Class 8

Tax Rate 3.01% 3.00%
Taxable Value $7,676 $7,236
Average Mills 538.19 497.21
Tax Liability $4,131 $3,598
Class 8 .
Market Value $100,000 $100,000
Taxable Value $3,000 $3,000
Mills 538.19 497.21
Tax Liability $1,615 $1,492
Total Tax Liability $5,745 $5,089

$300,000
$400,000
$100,000

2008 2009

$300,000 $400,000
15.00% 39.70%
$45,000 $158,800
$255,000 $241,200

Capped Exemption with a Circuit Breaker




